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1 BILL NO. _s:Z:: 1 WHEREAS, on October 7, 1991, the Montana Supreme Court
2 INTRODU BY 2 denied a request to delay the effective date of its decision
3 '(20( (1o~ . - ﬁﬁ'Tf({&' 3 in the Helena School District case beyond July 1, 1991; and
4 A BILL FOR AN ACT ENTITLED: "AN ACT AUTHORIZING STATE LOANS 4 WHEREAS, since July 1, 1991, Montana school districts
5 TO SCHOOL DISTRICTS TO PAY HOLDERS OF SCHOOL DISTRICT BONDS 5 have been unable to issue bonds because bond counsel is
6 DECLARED INVALID OR UNENFORCEABLE BY A FINAL COURT ORDER OR 6 unable to give an unqualified opinion as to the validity and
7 INJUNCTION; PROVIDING CRITERIA TO OQUALIFY FPOR THE STATE 5 enforceability of the bonds; and
8 LOANS;  ESTABLISHING A COAL SEVERANCE TAX SCHOOL BOND 8 WHEREAS, there are certain school districts that are in
9 CONTINGENCY LOAN FUND; REQUIRING A SCHOOL DISTRICT TO 5 need of new facilities but are currently unable to market
10 INCLUDE A COVENANT IN THE BOND RESOLUTION; LIMITING THE 10 bonds, including Plentywood, whose school was destroyed by
11 AMOUNT OF STATE-SECURED LOAN AUTHORITY ALLOCABLE TO SCHOOL 11 fire:; Livingston, which faces closure of its 80-year-old
12 DISTRICTS: AMENDING SECTIONS 17-5-703, 17-5-704, 17-5-1608, 12 building by the State Fire Prevention and Investigation
13 AND 17-6-310, MCA; AND PROVIDING AN IMMEDIATE EFFECTIVE 13 Program; and Clancy, which, like other districts, faces the
14 DATE. " 14 threat of accreditation loss because of the unsafe and
15 15 unsanitary conditions cf its building.
16 WHEREAS, the decision of the Montana Supreme Court in 16 THEREFORE, the Legislature Einds it appropriate that
17 Helena Elementary School District No. 1 v. State of Montana, 17 until the 1993 Legisiature can address the issue of capital
18 236 M 44, 769 P2d 684 (1983) (the Helena School District 18 outlay equalization, the state provide school districts the
19 case}, which became effective July 1, 1991, created 19 authority to obtain 1loans secured by the state to pay
20 uncertainty as tc the validity and enforceability of Montana 20 holders of school district bonds issued between [the
21 school district bonds issued after July 1, 1991; and 21 effective date of this act] and January 1, 1993, by school
22 WHEREAS, neither the 1989 Legislature in House Bill No. 22 districts faced with severe deficiencies in their current
23 28, which addressed the funding issue for school operation, 23 facilities.
24 nor the 1991 Legislature addressed equalization of capital 24
25 outlay: and 25 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
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NEW SECTION. Section 1. School district bonds -~ state
loan — qualifications for state 1loan. (1) The board of
investments shall make a loan from the c¢cal severance tax
school bond contingency loan fund, established in
17-5-703(1)(e), to a school district in an amount equal to
the principal and interest payment on gqualifying bonds when
due in accordance with the provisions contained in the
bonds. In order to receive a loan, the school district must:

{a) have issued bonds between [the effective date of
this act] and January 1, 1993, pursuant to 20-9-421 and
20-9-464;

(b)Y be prevented from making principal and interest
payments on the bonds because the debt secrvice levy for the
bonds:

(i) has been declared invalid or unenforceable under
Article II, section 4, or Article X, section 1, of the
Montana constitution by a final court order: or

{ii) is prevented by an injunction;

{c} have exhausted the debt service reserve for the
bonds; and

{(d) have complied with all the requirements £for the
bonds contained in [section 2] and this section.

{2) To qualify for the state 1loan described in
subsection (1), a school district, before issuing its bonds,

must have:
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{a) received voter approval for bonds pursuant to
20-9-421;

(b} following voter approval, received a certificate of
eligibjlity from the board of public education stating that
after consultation with the superintendent of public
instruction, the board has determined that a minimum of 75%
of the principal amount of the proposed bonds will be used
to:

(i) restore, rebuild, or repliace a destroyed or
severely damaged scheool building;

(ii) correct one or more building deficiencies that
affect the health and safety of school children;

{iii) correct one or more deficiencies that prevent the
school district from meeting current accreditation
standards; or

{iv) address any combination of circumstances described
under subsectiens (2)(b)(i) through {2)(b)(iii}); and

{c} received a final certificate of allocation from the
department of administration pursuant to subsection {5}.

(3) The board of public education shall:

(a) maintain a record of the total principal amount of
bonds for which certification has been issued; and

(b) immediately furnish to the department a copy of
each certificate issued.

(4) Upon receipt of a copy of the certificate from the

-4-
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board of public education, the department shall temporarily
allocate loan authority to the school district for the
principal amount of bonds indicated in the board's
certificate. The principal amount of bonds for which final
certification is issued may be less than the principal
amount of bonds approved by the voters pursuant to
subsectian (2){a).

(5) To obtain a final certificate of allocation, a
school district shall provide the department, on a form
provided by the department, the following information:

ta) the tentative date of sale of the school district's
bonds;

(b) the principal amount of the bonds tc be issued:

{c) the name and addresses of bond counsel and the
financial adviscr; and

(dy other information as requested by the department.

(6) Upon issuance of the bonds, a school district shall
forward to the department a copy of the district's bond
resolution, the final cpinion of bond counsel on the bonds,
and a schedule of principal and interest payments on the
bonds to maturity. The bond resolution must include a
covenant agreeing to:

{a) defend any lawsulit challenging the school
district's authority to sell and issue the bonds and to levy

a tax for payment of the principal of and interest on the

-5-
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bonds;

(b) provide to the department before August 1 of each
year a report of the school district's outstanding principal
balance as of the preceding June 30 on the bonds secured by
state loans;

(c) refund the bonds on any ncrmal call date if, during
the term of the bonds, the school district can refund its
bonds without the state loan security and without increasing
its total debt service costs on the bonds; and

{d} enter into a contract with the department
establishing a schedule to repay the state if the state
locans the school district money to make payments on district
bonds. Notwithstanding other provisions of law, the loan
must be repaid by the school district at a rate equivalent
to the average yield «f the pocled investment fund
established in 17-6-203{3), commonly known as the short-term
investment pool, for the period of the loan. Repayment must
be paid from the sources designated for repayment of the
bonds or £from any other revenue of the school district,
including state equalization funds currently distributed or
which may be distributed to the district. Loan repayments
received by the department must be deposited in the coal
severance tax school bond contingency loan fund.

{7) The department shall maintain a record of the total

principal amount of bonds secured by state loans.

-6-
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{8) A school distriect issuing bonds subject to [section
2] and this section may apply to the attorney general for a
determination as to whether its bonds are affected by a
court order declaring that the bonds of ancther district are
invalid or unenforceable.

(9) A school district whose authority to levy a
property tax to pay principal of and interest on bonds has
been challenged shall, upon notification of the challenge,

immediately notify the attorney general and the department.

NEW SECTION. Section 2. state locan -- limitation on
state loan authority -- priority of 1loan allocation ——
applicaticn. (1) The allocation of the state's loan

authority for bonds issued pursuant to [section 1] is
intended only to enable a school district to issue bonds
pending resolution of the financing of capital outlay.

(2) Except as provided in subsection (5), the total
principal amount of school district bonds that may be
secured by loans under ([section 1] may not exceed $25
million and must be allocated to qualifying school districts
on a first-come, first-serve basis in order of issuance of
final certificates of allocation by the dJepartment of
administration.

{3) An individual school district may not issue bonds
secured by a state loan with a principal amount in excess of

$6 million.
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(4) If more than one school district qualifies for a
state loan and an insufficient amount of state lecan
authority remains, the board ocf public education shall
allocate the state lecan authority to the district with the
earliest voter approval of its bonds,

{5) Prior to allocating the final $1,5 million of state
loan authority under [section 1], the board of public
education shall determine if there is a school district
eligible for a state loan under [section 1(2)(b)(i)] and, if
so, shall give that district first priority to the remaining
loan authority.

{6} This section does not apply unless a bond
resolution contains the covenant required under [section
1{6)].

Section 3. Section 17-5-703, MCA, is amended to read:

®"17-5-703. Coal severance tax trust funds. (1) The
trust established under Article 1IX, section 5, of the
Montana constitution shall be composed of the following
funds:

(a) a coal severance tax bond fund into which the
constitutionally dedicated receipts from the coal severance
tax shall be deposited;

{(b) a clean coal technology demonstration fund;

{c) a coal severance tax permanent fund; and

(d} a coal severance tax income fund; and

-8
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(e) a coal severance tax school bond ceontingency loan

fund.

{2) The state treasurer shall determine the amount
necessary to meet all principal and interest payments on
bonds payable from the coal severance tax bond Eund on the
next two ensuing semiannual payment dates and retain that
amount in the coal severance tax bond fund,

(3) (a) Beginning July 1, 1992, and ceontinuing as long

as_any school district bonds secured by state loans under

[section 1] are outstanding, the state treasurer shall from

time to time and as provided in subsection (3)(b) transfer

from the coal severance tax bond fund to the coal severance

tax school bond contingency loan fund any amount in the coal

severance tax bond fund in excess of the amount that is

specified in subsection (2) to be retained in the fund.

{b) The state treasurer shall transfer the amount

referred to in_ subsection (3)j({a} wuntil and unless the

balance in the coal severance tax school bond contingency

loan fund is equal to the amount due as principal of and

interest on the school district bonds secured by state loans

under [section 1) during the next following 12 months.

+3¥(4) Beginning enm July 1, 1991, and ending on June

30, 1997, from any amount in the coal severance tax bond

fund in excess of the amount that is specified in subsection

(2) to be retained in the fund and in excess cf any amount
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that is required to be transferred by subsection (3), the

state treasurer shall from time to time transfer frem-the
excess-amount-in-the-ceat-severance-tax-bond-fund an__ amount
not exceeding $5 million a per fiscal year to the clean coal
technology demonstration fund anrd-any-rematning-ameunt-to
the-coat—-severance-tax-permanent—£und.

{5) Beginning July 1, 1998, the state treasurer shall

transfer to the coal Severance tax permanent fund any amount

in  the ccal severance tax bond fund in excess of the amount

that is specified in subsection {2} to be retained in _the

fund and in excess of amounts that are transferred pursuant

to subsections (3) and {(4)."

Section 4. Ssection 17-5-704, MCA, is amended to read:

"17-5-704. Investment of funds. Money in the coal
severance tax bond fund, the coal severance tax permanent
fund, and the coal severance tax income fund, and the coal

severance tax scheool bond contingency loan fund must be

invested 1in accordance with the investment standards for
coal severance tax funds. Income and earnings from all funds
are statutorily appropriated, as prowvided in 17-7-502, as

follows:
(1) 15% to the state equalization aid acccunt; and

{2) B85% to the state general fund."
Section 5. Section 17-5-1608, MCA, is amended to read:

"17-5-1608. Limitations o¢n amounts, The beocard may not

-ip-



LC 0031,01 LC 0031/01

lssue any bonds or notes that cause the total outstanding 1 NEW SECTION. Section B. Effective date. [This act} is
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indebtedness of the board under this part (except for bonds
or notes issued to fund or refund other outstanding bonds or
notes or to purchase registered warrants or tax or revenue
anticipation notes of a local government as defined in

7+-6-1101) to exceed 5350 million, less the pringipal amount

of outstanding school district bonds that are secured by

state loans under [section 11]1."

Section B. Ssection 17-6-310, MCA, is amended to read:

"17-6-310. No Limits on direct loans. (1) Phe Except as

provided in [section 1], the state may not use this—-revenne

the portion of the permanent coal tax trust fund designated

for investment in the Montana economy to make direct loans.

{2) ®he Except as provided in [section 11, the

permanent coal tax trust fund may not be used by the board
of investments to make direct loans to individual borrowers.
The purchase of debentures issued by a capital company and
loans or portions of loans originated by a financial
institution that are scld to the trust are not direct

leoans.”

NEW SECTION. Section 7. codification instruction.
[Secticons 1 and 2] are intended to be c¢odified as an
integral part of Title 20, chapter 9, part 4, and the
provisions of Title 20, chapter 9, part 4, apply to

[sections 1 and 2].

-11~
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effective on passage and approval.

-End-
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. STATE OF MONTANA - FISCAL NOTE
Form BD-15
In compliance with a written request, there is hereby submitted a Fiscal Note for SB00QS5, 3xrd reading.

ESCRIPT F_ PR ED LEGISLATION:

An act authorizing state loans to school districts to pay holders of school district bonds declared invalid or unenforceabl
by a final court order or injunction; providing criteria to gqualify for the state loans; establishing a coal Beverance tax
school bond contingency loan fund; requiring a school district to include a covenant in the bond resolution; limiting the

amount of state-secured loan authority allocable to schocl districts; and providing an immediate date and a contingent
effective date.

I IMP

Office of Public Ingtruction
The total principal amount of school district bonds secured by loans will be $25 million. The annual principal and interes:
payment on theege lcans will be $2,293,000. The $2,293,000 will flow through the school bond contingency fund each year and

will earn the STIP interest rate. The earnings will be the same whether the funds are loaned to school districts or the
fund balance is invested in STIP.

D n £ ipigtration
Loan repayment schedules may need to be prepared in the future. The department will require that the contract between the
schools and the department contain a requirement that the schools present a repayment schedule to the department that

complies with SBS5. It is assumed that the financial consultants used by the schools (when they issue their bonds) will
prepare the schedules. Therefore, there would be no cost incurred by the department.

EFFECT ON LOCAL GOVERNMENTS:

The legislation will enable schoel districts to take advantage of the relatively low long-term interest rates presently
available for 20-year bonds. The result will be to save taxpayers in terms of long-term interest costs.

It is assumed that school districts will pay for the costs of preparing debt repayment schedules in the event that a loan i
made to a school district.

(Continued next page)

€1l f M ﬁ/ 4;’7/ zﬂ/ // V??

ET DIRﬂCTOR DATE T BLAYLOCK, PRI Y SPONSOR ’ DATE
Office of Budgeft and Program Planning

IR L Fiscal Note for BOOOS 3r in



Fiscal Note Requese, $B0005, 3rd reading
Foxrm BD- 15
Page 2

Th pledge on school bonds aecured by thls legigslation will last for the full term of the bonds. The precedent will
be get. for future capital planning.

The school bond loan account must be maintained until the maturity of the school district bonds issued under the

specifications of SBS. This could be for a period of 20 years. This means approximately $2.5-3 million/year must be
left in the school bond loan account each year for the 20 years. : ‘ . , ,

sBS5
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APPROVED BY COMM. ON EDUCATION

AND CULTURAL RESQURCES

SENATE BILL NO. 5
INTRODUCED BY BLAYLOCK, DARKQ, CONNELLY,
B. BROWN, SCHYE, L. NELSON, NATHE,

MADISON, DOWELL, GROSFIELD, HARP '

A BILL FOR AN ACT ENTITLED: "AN ACT AUTHORIZING STATE LOANS
TO SCHOOL DISTRICTS TO PAY HOLDERS OF SCHOOL DISTRICT BONDS
DECLARED INVALID OR UNENFORCEABLE BY A FINAL COURT ORDER OR
INJUNCTION; PROVIDING CRITERIA TO QUALIFY FOR THE STATE
LOANS; ESTABLISHING & COARL SEVERANCE TAX SCHOOL BOND
CONTINGENCY LOAN FUND; REQUIRING A SCHOOL DISTRICT TO
INCLUDE A COVENANT IN THEE BOND RESOLUTION; LIMITIRG THE
AMOUNT OF STATE-SECURED LOAN AUTHORITY ALLOCABLE TO SCHOOL
DISTRICTS; REQUIRING A TEREE-FOURTHS VOTE OF EACH HQUSE OF

THE LEGISLATURE FOR APPROVAL; AMENDING SECTIONS 17-5-703,

17-5-704, 3-5-16687 AND 17-6-310, MCA; AND PRQVIDING AN
IMMEDIATE EFFECTIVE DATE."

WHEREAS, the decision of the Montana Supreme Court in

Helena Elementary School District No., 1 v. State of Montana,

236 M 44, 769 P24 684 (1989) (the Helena School District
case), which became effective July 1, 1991, created
upcertainty as to the validity and enforceability of Montana
achool district bonds issued after July 1, 1991; and

WHEREAS, neither the 1989 Legislature in House Bill No.

tggéggmxﬂﬁuaucmmﬁ
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28, which addressed the funding issue for school operation,
nor the 1991 Legislature addressed equalization of capital
outlay; and

WHERERS, on October 7, 1991, the Montana Supreme Court
denied a request to delay the effective date of its decision
in the Helena School District case beyond July 1, 1991; and

WHEREAS, since July 1, 1991, Montana school districts
have been unable to issue bonds because bond counsel is
unable to give an unqualified opinion as to the validity and
enforceability of the bonds; and

WHEREAS, there are certain school districts that are in
need of new facilities but are currently unable to market
bonds, including Plentywocdy--whese--scheei--was AND WEST

GLACIER, WHOSE SCHOOLS WERE destroyed by fire; Livingston,

which faces closure of its B80-year-cld building by the State
Fire Prevention and Investigation Program; and Clancy,
which, 1like other districts, faces the threat of
accreditation loss because of the wunsafe and unsanitary
conditions of its building.

THEREFORE, the Legislature finds it appropriate that
until the 1993 Legislature can address the issue of capital
outlay equalization, the state provide school districts the
authority to obtain 1lpans secured by the state to pay
holders of school district bonds 1issued between [the

effective date of this act] and January 1, 1993, by school

-2 8B §
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districts faced with severe deficiencies 1in their current

facilities,

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:

NEW SECTION. Section 1. School district bonds -- state
loan -- gqualifications for state loan. (1) The beoard-of

investments DEPARTMENT OF ADMINISTRATION shall make a loan

from the coal severance tax school bond contingency lean
fund, established in 17-5-703(1l){e), to a school district in
an amount equal to the principal and interest payment on
qualifying bonds when due in accordance with the provisions
contained in the bonds. In order to receive a loan, the
school district must:

{a) have issued bonds between [the effective date of
this act] and January 1, 1993, pursuant to 20-9-421 and
20-9-464;

(b} be prevented from making principal and interest
payments on the bonds because the debt service levy for the
bonds:

(i) has been declared invalid or unenforceable under
Article II, section 4, or Article X, section 1, of the
Montana constitution by a final court order; or

{ii) is prevented by an injunction;

{c) have exhausted the debt service reserve for the

bonds; and
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{d) have complied with all the requirements £for the
bonds contained in [section 2] and this section.

(2) To qualify for the state loan described in
subsection (1), a school district, before issuing its bonds,
must have:

(a) received voter approval for bonds pursuant to
20-9-421;

(b) following voter approval, received a certificate of
eligibility from the board of public education stating that
after consultation with the superintendent of public
instruction, the board has determined that a minimum of 75%
of the principal amount of the proposed bonds will be used
to:

(i) restore, rebuild, or replace a destroyed or
severely damaged schocl building;

(ii) correct one or more building deficiencies that
affect the health and safety of school children;

(iii) correct one or more deficiencies that prevent the
school district from meet ing current accreditation
standards; or

(iv) address any combination of circumstances described
under subsections (2)(b)(i) through (2)(b){iii); and

{c) received a final certificate of allocation From the
department of administration pursuant to subsection (5).

(3) The board of public education shall:

-4- SB 5
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{(a) maintain a record of the total principal amount of
bonds for which certification has been issued; and

{b) immediately furnish to the department a copy of
each certificate issued.

(4) Upon receipt of a copy of the certificate from the
board of public education, the department shall temporarily
allocate loan authority to the school district fer EQUAL TO
the principal amount of bonds indicated in the board's
certificate. The principal amcunt of bonds for which final
certification is issued may be less than the principal
amount of bonds approved by the voters pursuant to
subsection (2)(a).

{5} To obtain a final certificate of allocation, a
school district shall provide the department, on a form
provided by the department, the following information:

{(a) the tentative date of sale of the schocl district's
bonds;

(b) the principal amount of the bonds to be issued;

(c) the name and addresses of bond counsel and the
financial advisor; and

(d) other information as requested by the department.

(6) Upon issuance of the bonds, a school district shall
forward to the department a copy of the district's bond
resclution, the final opinion of bond counsel on the bonds,

and a schedule of principal and interest payments on the

-5=- SB 5
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bonds to maturity. The bond resolution must include a
covenant agreeing to:

(a) defend any lawsuit challenging the school
district's authority to sell and issue the bonds and to levy
a tax for payment of the principal of and interest on the
bonds;

{b) provide to the department before August 1 of each
year a report of the school district's outstanding principal
balance as of the preceding June 30 on the bonds secured by
seate-toans TEE STATE;

(c) refund the bonds on any normal call date if, during
the term of the bonds, the school distriet can refund its
bonds without the state loan security and without increasing
its total debt service costs on the bonds: and

{d) enter into a contract with the department
establishing a schedule to repay the state if the scate
loans the scheool district money to make payments on district
bonds. Notwithstanding other provisions of 1law, the loan
must be repaid by the schoecl district at a rate equivalent
to the average yield of the pooled investment fund
established in 17-6-203(3), commonly known as the short-term
investment pool, for the period of the loan. REPAYMENT MUST

BEGIN NO LATER THAN JANUARY 1, 1994, AND THE LOAN MUST 8E

REPAID IN FULL WITHIN 10 YEARS FROM THE DATE THE FIRST LOAN

IS 1SSUED TO A SCHOOL DISTRICT. Repayment must be paid from

-6- SB 5
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the sources designated for repayment of the bonds or from
any other revenue AND ASSETS of the school districe,
including state equalization funds currently distributed or

which may be distributed to the district. THE OBLIGATION OF

THE SCHOOL DISTRICT TO PAY BONDHOLDERS IS SENIOR TO ITS

OBLIGATION TO REPAY THE STATE LOAN. Loan repayments received

by the department must be deposited in the coal severance
tax schocol bond contingency loan fund.

{7) The department shall maintain a record of the total
principal amount of bonds secured by state loans.

{8) A school district issuing bonds subject to {section
2] and this section may apply to the attorney general for a
determination as to whether its bonds are affected by a
court order declaring that the bonds of another district are
invalid or unenforceable.

(9) A school district whose authority to levy a
property tax to pay principal of and interest on bonds has
been challenged shall, upon notification of the challenge,
immediately notify the attorney general and the department.

NEW SECTION, Section 2. staté ican -—- limitation on
state loan authority -- priority of 1loan allocation --
application. (1) The allocation of the state's loan
authority for bonds issued pursuant to [section 1] is
intended only to enable a school district to issue bonds

pending resolution of the financing of capital outlay.

-7- SB 5
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(2) Except as provided in subsection (5), the total
principal amount of school district bonds that may be
secured by lecans under ([section 1] may not exceed $25
million and must be allocated to qualifying school districts
on a First-come, first-serve basis in order of jssuance of
final certificates of allocation by the department of
administration.

(3} An individual school district may not issue bonds
secured by a state loan with a principal amount in excess of
$6 million.

{4) If more than one school district qualifies for a
state loan and an insufficient amount of state loan
authority remains, the board of public education shall
allocate the state loan authority to the district with the
earliest voter approval cf its bonds.

(5) Prior to allocating the final $1.5 million of state
loan authority under [section 1], the board of public
education shall determine if there is a school district
eligible for a state loan under [section 1(2)(b){i)] and, if
so, shall give that district first priority to the remaining
loan authority,

{6) This section does' not apply unless a bond
resolution contains the covenant required under [section

1(6)].

Section 3. Section 17-5-703, MCA, is amended to read:

-8- SB 5
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*17-5-703. Coal severance tax trust funds. (1) The
trust established wunder Article 1IX, section 5, of the
Montana constitution shall be composed of the following
funds:

{a) a coal severance tax bond fund into which the
constitutionally dedicated receipts from the coal severance
tax shall be deposited;

(b) a clean coal technology demonstration fund;

{¢) a coal severance tax permanent fund; and

(d) a coal severance tax income fund; and

(e} a coal severance tax school bond contingency leoan

£und.

{2) The state treasurer shall determine the amount
necessary to meet all principal and interest payments on
bonds payable from the coal severance tax bond fund on the
next two ensuing semiannual payment dates and retain that
amount in the coal severance tax bond fund.

{3) (a) Beginning--duly-37;-39927; ON [THE EFFECTIVE DATE

OF THIS ACT] and continuing as lonq as any school district

bonds secured by state loans under [section 1] are

outstanding, the state treasurer shall from time tc time and

as provided in subsection (3)(b) transfer from the coal

severance tax bond fund tc the ccal gseverance tax school

bond contingency locan fund any amount in the coal severance

tax_ bond fund in excess of the amount that is specified in
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subsection (2) to be retained in the fund.

(b} The state treasurer shall transfer the amount

referred to  in subsection (3){(a) until and unlesa the

balance in the ¢oal severance tax school bond contingency

loan fund is equal tp the amount due as principal of and

interest on the schocl district bonds secured by state loans

under [section 1] during the next following 12 months.

+3¥(4) Beginning en July 1, 1991, and ending en June

30, 1997, from any amount in the coal severance tax bond

fund in excess of the amount that is specified in subsection

{2) to be retained in the fund and in excess of any amount

that is required to be transferred by subsection (3), the

state treasurer shall from time to time transfer frem—the
excess-amount-in-the-coat-severance-tax—bond-£fund an_ amount
not exceeding $5 million a per fiscal year to the clean coal
technology demonstration fund eand-any-remaining-amount-te
the-coai-severance-tax-permanent—£und.

{5) Beginning July 1, 998 1997, the state treasurer

shall transfer to the cocal severance tax permanent fund any

amount in the cocal severance tax bond fund in excess cf the

amount that is specified in subsection (2) toc be retained in

the fund and in excess of amounts that are transferred

pursuant to subsections (3) and (4)."

Section 4. secrion 17-5-704, MCA, is amended to read:

"17-5-704. Investment of funds. Money in the coal

=10~ SB S5
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severance tax bond fund, the cocal severance tax permanent
fund, amd the coal severance tax income fund, and the coal

severance tax school bond contingency locan fund must be

invested in accordance with the investment standards for
coal severance tax funds. Income and earnings from all funds
are statutorily appropriated, as pravided in 17-7-5062, as
follows:

(1) 15% to the state egualization aid account; and

(2) 85% to the state general fund."

Section 5:— Section 17 516608,- ek~ amerded to- Tead—-

£33-5-1608--—himttatitons--on--amcunte:-Fhe-board-may-not
issue—any-bonds-er-netes—that-canse--the--totai—-ocutstanding
indebtedness-——-cf-the-bosard-under-this-part-texcept-for-bonds
er-—notes—issned-to-fund-er—refund-oscher-outatanding-bends-or
netes-ar-to-purchase-registered-warrants-or-tax—-or-—-revenue
antteipation--notes--cf--a--tocai-—-government--as-defined-in

F-6-1181y-to-exceed-550-mittiony-iess—the--prinecipati--amount

of-—sutstanding-—schooi-—district-—bonds-chat-are—secured-by

state—leans—under-fsection-3i-4

Section 5. section 17-6-3103, MCA, is amended to read:

*17-6-~310. No Limits on direct loans. (1) Phe Except as

provided in [section 1], the state may not use this--revenue

the portion of the permanent coal tax trust fund designated

for investment in the Montana economy to make direct loans.

(2) ‘Phe Except as provided in ([section 1], the
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permanent coal tax trust fund may not be used by the board
of investments to make direct loans to individual borrowers.
The purchase of debentures issued by a capital company and
loans or portions of locans originated by a financial
institution that are sold to the trust are not direct

loans."”

NEW SECTICN. Section 6. codification instruction.

[sections 1 and 2] are intended to be codified as an
integral part of Title 20, chapter 39, part 4, and the
provisions of Title 20, chapter 9, part 4, apply to

[sections 1 and 2].

NEW SECTION. SECTION 7. REQUIREMENT FOR THREE-FOURTHS

VOTE. BECAUSE _{THIS_ ACT] APPROPRIATES MONEY FROM THE

PERMANENT COAL_SEVERANCE TAX FUND, A VOTE OF THREE-FOURTHS

OF EACH HOUSE OF THE LEGISLATURE 1S REQUIRED FOR APPROVAL OF

THIS ACT].

NEW SECTION, $Section B. Effective date. [This act] is
effective con passage and approval.

-End-
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SENATE BILL NO. §
INTRODUCED BY BLAYLOCK, DARKO, CONNELLY,
B. BROWN, SCHYE, L. NELSON, NATHE,

MADISON, DOWELL, GROSFIELD, HARP

A BILL FOR AN ACT ENTITLED: "AN ACT AUTHORIZING STATE LOANS
TO SCHOOL DISTRICTS TO PAY HOLDERS OF SCHOOL DISTRICT BONDS
DECLARED INVALID OR UNENFORCEABLE BY A FINAL COURT ORDER OR
INJUNCTION; PROVIDING CRITERIA TO QUALIFY FOR THE STATE
LOANS; ESTABLISHING A COAL SEVERANCE TAX SCHOOL BOND
CONTINGENCY LOAN FUND; REQUIRING A SCHOOL DISTRICT TO
INCLUDE A COVENANT IN THE BOND RESOLUTION; LIMITING THE
AMOUNT OF STATE-SECURED LOAN AUTHORITY ALLOCABLE TQ SCHOOL

DISTRICTS; REQUIRING-A-FYHREE-FOURTHS-VOTE-OP-EACH--HOUSE--OF

FHE--LEGISBATHRE--FOR--~APPROVABs AMENDING SECTIONS 17-5-703,

17-5-704, 1¥-5-36887 AND 17-6-310, MCA; AND PROVIDING AN

IMMEDIATE EFFECTIVE DATE AND A CONTINGENT EFFECTIVE DATE."

WHEREAS, the decision of the Montana Supreme Court in

Helena Elementary School District No. 1 v. State of Montana,

236 M 44, 769 P2d 684 (1989) (the Helena School District
case}, which became effective July 1, 1931, created
uncertainty as to the validity and enforceability of Montana
school district bonds issued after July 1, 19%1; and

WHEREAS, neither the 1989 Legislature in House Bill No.
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28, which addressed the funding issue for school operaticn,
nor the 1991 Legislature addressed equalization of capital
outlay; and

WHEREAS, on October 7, 1991, the Mcntana Supreme Court
denied a reqguest to delay the effective date of its decision
in the Helena School District case beycond July 1, 1991; and

WHEREAS, since July 1, 1991, Montana school Jdistricts
have been wunable to issue bonds because bond counsel is
unable to give an unqualified opinion as to the validity and
enforceability of the bonds; and

WHEREAS, there are certain school districts that are in
need of new facilities but are currently unable to market
bonds, including Plentywoody--whose--achooi-—was AND WEST

GLACIER, WHOSE SCHOOLS WERE destroyed by fire; Livingston,

which faces closure of its 80-year-old building by the State
Fire Prevention and Investigation Program; and Clancy,
which, 1like other districts, faces the threat of
accreditation 1loss because of the unsafe and unsanitary
conditions of its building.

THEREFQRE, the Legislature finds it appropriate that
until the 1993 Legislature can address the issue of capital
outlay equalization, the state provide school districts the
authority to obtain leoans secured by the state to pay
holders of schoel district bonds issued between fehe

effective date o©OF this act] and January 1, 1993, by school

-2 SB 5
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districts Faced with severe deficiencies in their current

facilities.

BE 1T ERACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
NEW SECTION. Section 1. school district bonds -~ state

loan -- gqualifications Ffor state loan. (1) The boeard-of

investments DEPARTMENT OF ADMINISTRATION shall make a loan

from the coal severance tax school bond contingency loan
fund, established in 17-5-703(1i){e), to a school district in
an amount equal to the principal and interest payment on
qualifying bonds when due in accordance with the provisions
contained in the bonds. In order ¢to receive a loan, the
school district must:

(a} have issued bonds between [the effective date of
this act] and January 1, 1993, pursuant to 20-9-421 and
20-9-464;

(b) be prevented from making principal and interest
payments on the bonds because the debt service levy for the
bonds:

(i) has been declared invalid or unenforceable under
Article TII, section 4, or Article X, section 1, of the
Montana constitution by a final court order; or

(ii) is prevented by an injunction;

{c) have exhausted the debt service reserve for the

bonds; and
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(d) have complied with aill the requirements for the
bonds contained in [section 27 and this section.

(2} To qualify for the state loan described in
subsection (1), a school district, before issuing its bonds,
must have:

{a) received voter approval for bonds pursuant to
20-9-421;

(b) following voter approval, received a certificate of
eligibility from the board of public education stating that
after consultation with the superintendent of public
instruyction, the board has determined that a minimum of 75%
of the principal amount of the proposed bonds will be used
ta:

{i} restore, rebuild, or replace a destroyed or
severely damaged school building:

{ii) correct one or more building deficiencies that
affect the health and safety of school children;

(iii) correct one or more deficiencies that prevent the
school district from meeting current accreditation
standards; or

(iv) address any combination of circumstances described
under subsections (2){b){i) through {2})(b)(iii); and

(c) received a final certificate of allocation from the
department of administration pursuant to subsection (5).

{3) The board of public education shall:

4 SB 5
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{a) maintain a record of the total principal amount of
bonds for which certification has been issued:; and

(b) immediately furnish to the department a copy of
each certificate issued.

{4) Upon receipt of a copy of the certificate from the
board of public education, the department shall temporarily
allocate locan authority to the school district €er EQUAL TO
the principal amount of bonds indicated in the board's
certificate. The principal amount of bonds for which £final
certification is issued may be 1less than the principal
amount of bonds approved by the voters pursuant to
subsection (2)(a).

(5) To obtain a €final certificate of allocation, a
schoal district shall provide the department, on a form
provided by the department, the following information:

(a) the tentative date of sale of the school district’'s
bonds;

{b) the principal amocunt of the bonds to be issued;

(c¢) the name and addresses of bond ccunsel and the
financial advisor; and

(d) other information as requested by the department.

(6) Upon issuance of the bonds, a school district shall
forward to the department a copy of the district's bond
resolution, the final opinion of bond ccunsel on the bonds,

and a schedule of principal and interest payments on the

-5 SB 5
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bonds to maturity. The bond resolution must include a
covenant agreeing to:

(a) defend any lawsuit challenging the school
district's authority to sell and issue the bonds and to levy
a tax for payment of the principal of and interest on the
bonds;

{b} provide to the department before August 1 of each
year a report of the school district’'s outstanding principal
balance as of the preceding June 30 on the bonds secured by

state-toans THE-SFATE STATE LOANS;

(c) refund the bonds on any normal call date if, during
the term of the bonds, the school district can refund its
bonds without the state loan security and without increasing
its total debt service costs on the bonds; and

{(d) enter into a contract with the department
establishing a schedule to repay the state if the state
loans the school district money to make payments on district
bonds. Notwithstanding other provisions of 1law, the 1loan
must be repaid by the school district at a rate equivalent
te the average yield of the pooled investment fund
established in 17-6-203(3), commonly known as the short-term
investment pool, for the period of the loan. REPAYMENT MUST

BEGIN NO LATER THAN JANUARY 1, 1994, AND THE LOAN MUST BE

REPAID IN FULL WITHIN 10 YEARS FROM THE DATE THE FIRST LOAN

IS_ISSUED TC A SCHOOL DISTRICT. Repayment must be paid from

-§- SB S5
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the sources designated for repayment of the bonds or from
any other revenusm AND ASSETS of the school district,
including state egualization funds currently distributed or

which may be distributed to the district. THE-OBLISATION-OF

FHE-SEHOOE-BISPRIEP-PO-PA¥ —-BONBHOLBERS——-$S5——SENIOR--P6-- 95

OBhIGATION-PO-REPA¥-PHE-SPAPE-EGAN: Loan repayments received

by the department must be deposited in the coal severance
tax school bond contingency loan fund,

{7) The department shall maintain a record of the total
principal amount of bonds secured by state loans.

(8) A school district issuing bonds subject to [section
2] and this section may apply to the attorney general for a
determination as to whether its bonds are affected by a
court order declaring that the bonds of another district are
invalid or unenforceable.

{9) A schcol district whose authority to levy a
property tax to pay principal of and interest on bonds has
been challenged shall, upon notification of the challenge,

immediately notify the attorney general and the department.

NEW SECTION. Section 2. State loan -- limitation on
state loan authority -- priority of loan allocation --
application. (1) The allocation of the state's loan

authority for bonds issued pursuant to ({section 11 is
intended only to enable a school district to issue bonds

pending resolution of the financing of capital outlay.

7= SB 5
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{2) Except as provided in subsection (5), the total
principal amount of school district bonds that may be
secured by loans wunder [section 1] may not exceed $25
million and must be allocated to qualifying school districts
on a first-come, first-serve basis in order of issuance of
final certificates of allocation by the department of
administration.

{3) &an individual school district may not issue bonds
secured by a state lcan with a principal amount in excess of
$6 million.

{(4) If more than one school district qualifies for a
state loan and an insufficient amount of state loan
authority remains, the board of public education shall
allccate the state loan authority to the district with the
earliest voter approval of its bonds.

(3) Prior to allocating the final $1.5 million of state
loan authority under |[section 1], the board of public
education shall determine if there is a schocl district
eligible for a state locan under [section 1{(2)(bj{(i)] and, if
s0, shall give that district first priority to the remaining
loan authority.

(6) This section does not apply unless a bond
resolution contains the covenant required under [section

1(6)1].

Section 3. Section 17-5-703, MCA, is amended to read:

-8- sB S
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'12;5*703. Coal severance tax trust fundas. (1) The
trust established under Article 1IX, section 5, of the
Montana constitution shall be composed of the following
funds:

(a)} a coal severance tax bond fund into which the
constitutionally dedicated receipts from the coal severance
tax shall be deposited;

{b} a clean coal technology demonstration fund;

(¢) a coal severance tax permanent fund; and

(d} a coal severance tax income fund; and

{e) a ¢oal severance tax schocl bond contingency lcan

fund.

(2) The state treasurer shall determine the amount
necessary to meet all principal and interest payments on
bonds payable from the coal severance tax bond fund on the
next two ensuing semiannual payment dates and retain that
amount in the coal severance tax bond fund.

(3) (a) Beginming—-July-1;-1992y ON [THE EFFECTIVE DATE

OF THIS ACT] and continuing as long as any school district

bonds secured by state loans under [section 11 are

outstanding, the state treasurer shall from time to time and

as provided in subsection (3)(k) transfer from the coal

severance tax bond Ffund to the coal severance tax school

bond contingency loan fund any amount in the coal sevetance

tax bond fund in _excess of the amcunt that is specified in

-9- SB 5
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subsection (2) to be retained in the fund.

{b) "The state treasunrer shall transfer the amount

referred to in subsection (3)(a) wuntil and unless the

balance in the coal severance tax school bond contingency

loan fund is equal to the amount due as_principal of and

interest on the school district bonds secured by state loans

under [section 1] during the next following 12 months.

+3¥(4) Beginning eom July 1, 1991, and ending on June

30, 1997, from any amount in the coal severance tax bond

fund in excess of the amount that is specified in subsection

{2) to be retained in the fund and in excess cf any amount

that is required to be transferred by subsecticn (3}, the

state treasurer shall from time to time transfer Erem-the
exceas-amount-in-the-coai-severance-tax—bond-fund an amount
not exceeding $5 million a per fiscal year to the clean coal
technology demonstration fund and-any-remaining-amount-to
the-coal-severance-tax-permanent-fund.

(5) Beginning July 1, 3998 1957, the state treasurer

shall transfer to the coal severance tax permanent fund any

amount in the ccal severance tax bond fund in excess of the

amount that is specified in subsection (2} to be retained in

the fund apnd in excess of amounts that are transferred

pursuant to subsections (3) and (4)."

Section 4. section 17-5-704, MCA, is amended to read:

*17-5-704. Investment of funds. Money in the cecal

-10-~ SB 5
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severance tax bond fund, the coal severance tax permanent
fund, and the coal severance tax income fund, and the coal

severance tax school bond contingency lcan fund must be

invested in ‘accordance with the investment standards for
caal severance tax funds. Income and earnings from all funds
are statuterily appropriated, as provided in 17-7-582, as
follows:

{1} 15% to the state equalization aid account; and

{2} 85% to the state general fund.”

Section-5-— Section 1751668, M0A,~ = emended-to Tead: -

233-5-1688-—-bhimttations--on--amounts:-Fhe-beard-may-not
issne-any-bonds—-sr-notes-that-cause--the--totai--ouestanding
tndebredness——af-the-board-under—this-part-{except-for-bonds
or-notes-tasned-to-fund-or-refund-ocher-ontatanding-bonds-or
notes-or-to-purchase-registered-warrants-or-tax-—or-—revenae
antieipation--notes——of—-a——tocai--gevermmenc——-as-defrned-in

F-6-1161)-re-axcced-550-mititony-teas-the--principat-——amount

of--putstanding--school--district——bonda-that-are-secured-by

state-icans-nnder-{sectien-1j-2

Section 5. Section 17-6-310, MCA, is amended to read:

"17-6-310. MWo Limits on direct loans. (1) The Except as

ptovided in [section 1}, the state may not use ehis-—-revenue

the portion of the permanent coal tax trust Fund designated

for investment in the Montana ecchomy to make direct loans.

(2) Pwe Except as provided in [section 1], the
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permwanent coal tax tryst fynd may not be used by the board
of investments to make direct loans to individual borrowers.
The purchase of debentures issued by a capital company and
loans or portions of loans originatsd by & £inanciel
institution that are sold to the trust ate not direct

loans.”

NEW SECTION. Section 6. codification imstruction.
[Sections I and 2] are intended to be codified as an
integral part of Titie 20, chapter 9, part 4, and the
provisions of Title 20, chapter 9, part 4, apply to

[sections 1 and 2}.

NEW-5EeT 0N : - ~-SECTION-7- - REQUIREMENT -FOR - ~THREI—POURPHS
VO¥E;---BEEAUSE-—{ PHiS- -A€P} - —APPROPRIAPES- - MONEY——PROM-—FHE

PERMANENT -COAL-SEVERANCE-FAX-FUNBr-A-VOFE--OF--FHREE-POURTHS

OF-EACH-HOHSE-OF-FHE-bBEESLATURE-ES-REQUIREP—FOR ~AFPROVAL-OF
FFHES-METE~

SECTION 7. SECTION 17-5-703, MCA, IS AMENDED TO READ:

*17-5-703. Coal severance tax trust funds. (1) The
trust established under Article 1IX, section S, of the
Montana constitution shall be composed of the following
funds:

{a) a coal severance tax bond fund inte which the
constitutionally dedicated receipts from the coal severance
tax shall be deposited;

{b) a treasure state endowment fund;

-12- SB 5
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{c) a clean coal technology demonstration fund;
te¥(d) a coal severance tax permanent fund; and
tdy{e) a coal severance tax income fund; and

(f) a coal severance tax school bond contingency loan

fund.

{2) The state treasurer shall determine the amount
necessary to meet all principal and interest payments on
bonds payable from the coal severance tax bond fund on the
next two ensuing semiannual payment dates and retain that
amount in the coal severance tax bond fund.

{3) (a) On [the effective date of this act] and

continuing as long as any school district bonds secured by

state loans under [section 1] are outstanding, the state

treasurer shall from time to time and as provided in

subsection (3)({b) transfer from the coal severance tax bond

fund to the coal severance tax school bond ceontingency loan

fund any amount in the coal severance tax bond fund in

excess of the amount that is specified in subsection (2} to

be retained in the fund.

{P) The state treasurer shall transfer the amount

referred to in subsection (3)(a) until and unless the

balance in the coal severance tax school bond contingency

loan fund is equal to the amount due as principal of and

interest on the school district bonds secured by state loans

under [section 1] during the next following 12 months.
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+34{4) Beginning en July 1. 1991, and ending em June

30, 1997, f£rom any amount in the coal severance tax bond

fund in excess of the amount that is specified in subsection

{2) to be retained in the fund and in excess of any amount

that is required to be transferred by subsection (3}, the

state treasurer shall from time to time transfer £rom-—the
exesss-—ameunt—in-the—coai-severance-cax-bond-fund an amount
not exceeding $5 million a per fiscal year to the clean coal
technology demonstration fund and-sny--remaining--smount--to
the-esai-severance-tax-permanent—fand.

{(5) Beginning July 11,1993, and ending June 30, 2013,

the state treasurer shall transfer to the treasure state

endowment fund any amount in the coal severance tax bond

fund in excess of the amount that is specified in subsection

{2) to be retained in the fund and in excess of amounts that

are transferred pursuant to subsections (3) and (4).

(6) {a) Beginning July 1, 1893, and ending June 30,

2013, the state treasurer shall from time to time transfer

to the coal severance tax permanent fund 50% of the

principal transferred from the coal severance tax bond fund

to the treasure state endowment fund in the preceding year.

(b) The state treasurer shall annually transfer to the

treasure state endowment special revenue account the amount

of interest earnings required to meet the cbligations of the

state Lthat are payable from the account in accordance with

-14- SB §
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{section 6 of House Bill No. 19]. Interest earnings not

transferred to the treasure atate endowiment special revenue

account must be reétained in the treasure state endowment

fund."”

NEW SECTION. Section 8. Effective ~33te DATES  --
COORDINATION. {Phis-eaeel-+s (1) [SECTIONS 1 THROUGH 7 AND

THIS SECTION] ARE effective on passage and approval.

(2) IP HOUSE BILL NO. 19 IS PASSED AND IS APPROVED BY

THE_ELECTORATE, THEN [SECTION 3 OF THIS ACT] AND [SECTION 4

OF HOUSE RILL BQ, 18] ARE VOID AND [SECTION 8 OF THIS ACT)

IS EFFECTIVE ON THE DATE OF APPROVAL BY THE ELECTORATE.

-End-

—15- SB 5



HOUSE STANDING COMMITTEE REPORT

January 15, 1992
Page 1 of 1

Mr, Speaker: We, the committee on Education and Cultural

Resources report that 8B 5 be concurred in as amended .

Signed:

CARRIED BY: REP. PAULA DARKO

And, that such amendments read:

l. Page 15, line 6.
Strike:
Insert: "6"

2. Page 15, line 10.
Strike: "8"
Insert: "7"
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SENATE BILL NO. S
INTRODUCED BY BLAYLOCK, DARKO, CONNELLY,
B. BROWN, SCHYE, L. NELSON, NATHE,

MADISON, DOWELL, GROSFIELD, HARP

A BILL FOR AN ACT ENTITLED: “AN ACT AUTHORIZING STATE LOANS
TO SCHOCL DISTRICTS TO PAY HOLDERS OF SCHOOL DISTRICT BONDS
DECLARED INVALID OR UNENFORCEABLE BY A FINAL COURT ORDER OR
INJUNCTION; PROVIDING CRITERIA TO QUALIFY FOR THE STATE
LOANS; ESTABLISHING A COAL SEVERANCE TAX SCHOOL BOND
CONTINGENCY LOAN FUND; REQUIRING A SCHOOL DISTRICT TG
INCLUDE A COVENANT IN THE BOND RESOLUTION; LIMITING THE
AMOUNT OF STATE-SECURED LOAN AUTHORITY ALLOCABLE TO SCHOOL

DISTRICTS; REGQUIRING-A-PHREE-POURTHS-VOTE-OP-EAREH--HOUSE--6F

FHE--bEG*SEATURE--POR--APPROVAET AMENDING SECTIONS 17-5-7013,

17-5-704, 317?-5-¥6685 AND 17-6-310, MCA; AND PROVIDING AN

IMMEDIATE EFFECTIVE DATE AND A CONTINGENT EFFECTIVE DATE."

WHEREAS, the decision of the Montana Supreme Court in

Helena Elementary School District No. 1 v. State of Montana,

236 M 44, 769% P24 684 {1989) {the Helena School District
case), which became effective July 1, 1991, created
uncertainty as to the validity and enforceability of Montana
school district bonds issued after July 1, 1991; and

WHEREAS, neither the 1989 Legislature in House Bill No.

@)ﬂ/‘lﬂﬂ Lagistative COUNCY
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28, which addressed the funding issue for school operation,
nor the 1991 Legislature addressed equalization of capital
outlay; and

WHEREAS, on October 7, 1991, the Montana Supreme Court
denied a request to delay the effective date of its decision
in the Helena School District case beyond July 1, 1991; and

WHEREAS, since July 1, 1991, Montana school districts
have been unable to issue bonds because bond counsel is
unable to give an ungualified opinion as to the validity and
enforceability of the bonds; and

WHEREAS, there are certain school districts that are in
need of new facilities but are currently unable to market
bonds, including Plentywood;--whese—-schooi--was AND WEST

GLACIER, WHOSE SCHOOLS WERE destroyed by fire; Livingston,

which faces closure of its 80-year-old building by the State
Fire Prevention and Investigation Program; and Clancy,
which, 1like other districts, faces the ﬁhreat of
accreditation 1loss because of the unsafe and unsanitary
conditions of its building.

THEREFORE, the Legislature finds it appropriate that
until the 1993 Legislature can address the issue of capital
outlay equalization, the state provide school districts the
autherity te obtain 1loans secured by the state to pay
heolders of school district bonds issued between {the

effective date of this act] and January 1, 1993, by school

_2- SB 5
REFERENCE BILL

AS AMENDED
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districts faced with severe deficiencies in their current

facilities.

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
NEW SECTION. Section 1. School district bonds -- state

loan -- gualifications for state loan. (1) The board-of

tnvestmenes DEPARTMENT OF ADMINISTRATION shall make a lcan

from the coal severance tax school bond contingency loan
fund, established in 17-5-703(1)(e), to a school district in
an amount equal to the principal and interest payment on
qualifying bonds when due in accordance with the provisions
contaired in the bonds., In order to receive a loan, the
school district must:

{(a) have issued bonds between [the effective date of
this act] and January 1, 1933, pursuant to 20-9-421 and
20-9-464;

{b) be prevented from making principal and interest
payments on the bonds because the debt service levy for the
bonds:

(i) has been declared invalid or unenforceable under
Article II, section 4, or Article X, section 1, of the
Montana constitution by a final court order; or

(ii)} is prevented by an injunction;

(c) have exhausted the debt service reserve for the

bonds: and
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{d) have complied with all the requirements for the
bonds contained in [section 2] and this section.

{2} To qualify for the state 1loan described in
subsection (1), a school district, before issuing its bonds,
must have:

{a) received voter approval for bonds pursuant to
20-9-421;

{b) following voter approval, received a certificate of
eligibility from the board of public education stating that
after consultation with the superintendent of public
instruction, the board has determined that a minimum of 75%
of the principal amount of the proposed bonds will be used
to:

(i) restore, rebuild, or replace a destroyed or
severely damaged school building;

{ii) correct one ar more building deficiencies that
affect the health and safety of school children:

(iii) correct one or more deficiencies that prevent the
school district from meeting current accreditation
standards; or

{iv) address any combination of circumstances described
under subsections (2)}(b)(i) through (2}(b){(iii); and

(c) received a final certificate of allocation from the
department of administration pursuant to subsection (5).

{3) The board of public education shall:

-4- SB 5



OUo® N

10
11
12
13
14
15
16
17
ia
19
20
21
22

23

24

25

SB 0005/04

{a) maintain a record of the total principal amount of
bonds for which certification has been issued; and

(b) immediately furnish to the department a copy of
each certificate issued,

{4} Upon receipt of a copy of the certificate from the
board of public education, the department shall temporarily
allocate loan authority to the school district €er EQUAL TO
the principal amount of bonds indicated in the board's
certificate. The principal amount of bonds for which final
certification is 1issued may be less than the principal
amount of bonds approved by the voters pursuant Lo
subsection (2)(a).

(5) To obtain a final certificate of allocaticn, a
schoel district shall provide the department, on a form
provided by the department, the following informatiocn:

(a) the tentative date of sale of the school district's
bonds;

{b) the principal amount of the bonds to be issued:

{c) the name and addresses of bond counsel and the
financial adviscr; and

{d) other information as requested by the department.

(6) Upon issuance of the bonds, a school district shall
forward to the department a copy of the district's bond
resolution, the final opinion of bond counsel on the bonds,

and a schedule of principal and interest payments on the

-5= SB 5
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bonds to maturity. The bond resclution must include a
covenant agreeing to:

{a)y defend any lawsuit challenging the school
district's authority to sell and issue the bonds and to levy
a tax for payment of the principal of and interest on the
bonds;

(b) provide teo the department before August 1 of each
year a report of the school district's autstanding principal
balance as of the preceding June 30 on the bonds secured by

state-loans THE-STAFPE STATE LOANS;

(¢) refund the bonds on any normal call date if, during
rhe term of the bonds, the schocl district can refund its
bonds without the state loan security and without increasing
its total debt service costs on the bonds; and

(d) enter into a contract with the department
establishing a schedule to repay the state if the state
loans the school district morey to make payments on district
bonds. Notwithstanding other provisicns of iaw, the lcan
must be repaid by the school district at a rate equivalent
toc the average vield of the pooled investment fund
established in 17-6-203(3), commonly known as the short-teérm
investment pool, for the period of the loan. REPAYMENT MUST

BEGIN NO LATER THAN JANUARY 1, 1994, AND THE LQAN MWUST BE

REPAID IN PULL WITHIN 10 YEARS FROM THE DATE THE FIRST LOAN

1S ISSUED TO A SCHOOL DISTRICT. Repayment must be paid from

- SB S
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the socurces designated for repayment of the bonds or from
any other revenue AND ASSETS of the school district,
including state equalization funds currently distributed or

which may be distributed to the district. FHE-OBEIGAPION-6F

FHE-SEHOOE-DISPRICF-PO-PAY -—~BONBHOLBERS——15--SENIBR--#8-—F95

OBbISAPEON-PO-REPA¥-PHE-SPAPE-bBANT Loan repaymencs received

by the department must be deposited in the coal severance
tax school bond contingency loan fund.

{7) The department shall maintain a record of the total
principal amcount of bonds secured by state loans.

{8) A school district issuing bonds subject to [section
2] and this section may apply to the attorney general for a
determination as t¢ whether 1its bonds are affected by a
court order declaring that the bonds of another district are
invalid or unenforceable.

{9} A school district whose authority to levy a
property tax to pay principal of and interest on bonds has
been challenged shall, upon notification of the challenge,

immediately notify the attorney general and the department.

MEW SECTION. Section 2. State loan -- 1limitation on
gtate loan authority -- priority of lcan allocation --
application. (1) The allocatlon of the state's loan

authority for beonds issued pursuant to [section 1} is
intended only to enable a schcel district to issue bonds

pending resolution of the financing of capital outlay.

=7- SB 5
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(2) Except as provided in subsection (5), the total
principal amount of school district bonds that may be
secured by loans under [section 1} may not exceed $25
million and must be allocated to qualifying school districts
on a first-come, first-serve basis in order of issuance of
final certificates of allocation by the department of
administration.

{3) An individual school district may not issue bonds
secured by a state locan with a principal amount in excess of
$6 million.

{4) If more than one school district gqualifies for a
state loan and an insufficient amount of state leoan
authority remains, the board of public education shall
allocate the state loan authority to the district with the
earliest voter approval of its bonds.

{(5) Prior to allocating the final §l1.5 million of state
loan authority under [section 1], the board of public
education shall determine if there 1is a school district
eligible for a state loan under [section 1(2){b)(i)}] and, if
so, shall give that district first priority to the remaining
loan authority.

(6) This section does not apply unless a bond
resolution contains the covenant required under [section

1(6}].

Section 3. section 17-5-703, MCA, is amended to read:

-8~ SB 5



lo
11
12
13
14
15
is
17
i8
19
20
21
22
23
23

25

SB 0005/04

*17-5-703. Coal severance tax trust fuands. (1) The
trust established under Article 1IX, section 5, of the
Montana constitution shall be composed of the following
funds:

(a} a coal severance tax bond fund into which the
constitutionally dedicated receipts from the coal severance
tax shall be deposited;

(b} a clean coal technology demonstration fund:

(¢} a coal severance tax permanent fund; and

(d) a coal severance tax income fund; and

(e) a cocal severance tax school bond contingency loan

fund.

{2) The state treasurer shall determine the amount
necessary to meet all principal and interest payments on
bonds payable from the coal severance tax bond fund on the
next two ensuing semiannual payment dates and retain that
amount in the coal severance tax bond fund.

{3} (a) Begimning—-July-17-3992; ON [THE EFFECTIVE DATE

OF THIS ACT] and continuing as long as any school district

bonds secured by state loans under [section 1] are

outstanding, the state treasurer shall from time to time and

as provided in subsecticn {(3){b) transfer from the coal

severance tax bond fund to the coal severance rax school

bond contingency loan fund any amount in the coal severance

tax bond fund in excess of the amount that is specified in

-9- SB S

W N

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

SB 0005/04

subsection (2) to be retained in the fund.

{b) The state treasurer shall transfer the amount

refarred to in subsection (3)(a) until and unless the

balance in the coal severance tax school bond contingency

loan fund is equal to the amount due as principal of and

interest on the school district bonds secured by state loans

under {section 1] during the next follewing 12 months.

+34(4) Beginning em July 1, 1991, and ending em June

30, 1997, from any amount in the coal severance tax bond

fund in excess of the amount that is specified in subsection

{2) to be retained in the fund and in excess of any amount

that is required to be transferred by subsection (3), the

state treasurer shall from time to time transfer frem-the
excess-amount-in-the-cocat-severanece-tax-bond-fund an _ amount
not exceeding $5 million a per fiscal year to the clean coal
technology demonstration fund and-smy-remaining-ameunt-ee
the-coal-severance-cax-permanent-£fund,

{(5) Beginning July 1, 898 1997, the state treasurer

shall ctransfer to the coal severance tax permanent fund any

amount in the coal severance tax bond fund in excess of the

amount that is specified in subsection (2) to be retained in

the fund and in excess of amounts that are transferred

pursuant to subsections {(3) and (4)."

Section 4. secrion 17-5-704, MCA, is amended o read:

"17-5-704. Investment of Ffunds. Money in the <¢oal

-10- SB S
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severance tax bond fund, the coal severance tax permanent
fund, =amd the coal severance tax income fund, and the coal

severance tax school bond contingency loan fund must be

invested in accordance with the investment standards for
coal severance tax funds. Income and earnings from all funds
are statutorily appropriated, as provided in 17-7-502, as
follows:

(1) 1%% to the state equalization aid account; and

(2) 85% to the state general fund."

Section5-— section 3751608~ MO~ s amended- to read+ -

833-5-31608---himitariana--on——ameunts--Fhe-board-may-not
issge-any-bonds-or—notes-chat-cause--the—-eaeai-—ountatanding
indebtedness--of-the-board-under-thia-part-texcept-far-bonds
er-notes-isaned-to-fund-sr-refund-scher-santstanding-bonds-or
notes-osr-te-purehase—registered-warcankts-sr—-cax—-or--revenne
anticipation--notes--of--a--iocat--gqavernment~-as~defined-in

F-6-3+3Pt}-bo-exceed-556-mititon;-leas-the--principal-——amount

of-—sutstanding-~school--districkt--bonds-that-are-secured-by

state—ioans-under—fsection-23s2

Section 5. section 17-6-310, MCA, is amended to read:
"17-6-310. Ne Limits on direct locans. (1) The Except as

provided in [section 1], the state may not use this--revenue

the portion of the permanent coal tax trust fund designated

for investment in the Montana economy to make direct loans.

{2) Phe Except as provided in_[secticn 1}, the
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permanent coal tax trust fund may not be used by the board
of investments to make direct loans to individual borrowers,
The purchase of debentures issued by a capital company and
loans or portions of leans originated by a financial
institution that are sold to the trust are not direct

loans."

NEW SECTION. Section 6. codification inatruction,
[Sections 1 and 2] are intended to be codified as an
integral part of Title 20, chapter 9, part 4, and the
provisions of Title 20, chapter 9, part 4, apply to

{sections 1 and 2].

NEW-SEE?10N7 - - SECTION- 7= - REGUIREMENE ~POR - ~“PHREE—POURTPHS

YOFE----BECABSE- - {PHIS5-—~AET}--AFPROPRIATES —~MONBE¥--FPROM--FHE

PERMANENF-€6AL—_SEVERANCE-PA¥-FPUNB7-A-YOPE--OFP--PHREE-FOHRPHS

OF-EARCH-HOHSE-OP FHE-hEGIShAPHRE-+S5-REQUERED-FOR-APPROYAL-OF

£PHES-AEPY <

SECTION 7. SECTION 17-5-703, MCA, IS AMENDED TO READ:

"17-5-703. Coal severance tax trust Ffunds. (1) The
trust established wunder Article 1IX, section 5, o©of the
Montana constitution shall be composed of the following
funds:

{(2) a coal severance tax bond fund inte which the
constitutionally dedicated receipts from the coal severance
tax shall be deposited;

{b} a treasure state endowment fund;

-12- 5B 5
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(c) a clean coal technology demonstration fund;
te}(d) a coal severance tax permanent fund; and
td¥(e) a coal severance tax income fund; and

(£) a ccal severance tax school bond contingency 1loan

fund.

{2} The state treasurer shall determine the amount
necessary tc meet all principal and interest payments on
bonds payable from the coal severance tax bond fund on the
next two ensuing semiannual payment dates and retain that
amount in the coal severance tax bond fund.

(3) (a) On fthe effective date of this act] and

continuing as long as any school district bonds secured by

state loans_ under [section 1] are outstanding, the state

treasurer shall from time to time and as provided in

subsection (3)(b) transfer from the coal severance tax bond

fund to the coal severance tax school bond contingency loan

fund any amount in the ccal severance tax bond fund in

excess of the amount that is specified in subsection (2) to

be retained in the fund.

{b) The state treasurer shall transfer the amount

referred to in subsection  (3)(a) until and unless the

balance in the coal severance tax scheol bond contingency

loan fund is eqgual to the amount due as principal of and

interest on the school district bonds secured by state loans

under [section 1] during the next following 12 months.

-13- 5B 5
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£33(4) Beginning en July 1, 1991, and ending en June

33, 1997, from any amount in the coal severance tax bond

fund in excess of the amount that is specified in subsectian

{2) to be retained in the fund and in excess of any amount

that is required to be transferred by subsection {3). the

state treasurer shall from time to time transfer from-—the
exces:—-ameane—in-the-eoai—severnnce-tnxAbond‘Eund an_amount
not exceeding $5 million & per fiscal year to the clean coal
technology demonstration fund and-amy--remaining--amountc--te
the-ecsat-severance—tax-permanent~fund.

(5) Peginning July 1,1993, and ending June 30, 2013,

the state treasurer shall transfer to the treasure state

endowment fund any amount 1in the ccal severance tax bond

fund in excess of the amount that is specified in subsection

(2) to be retained in the fund and in excess of amounts that

are transferred pursuant to subsections {3) and {(4).

{6) {a) Beginning July 1, 1933, and ending June 30,

2013, the state treasurer shall from time to time transfer

to the coal severance tax permanent fund 50% of the

principal transferred from the coal severancé tax bond fund

to the treasure state endowment fund in the preceding year.

(b) The state treasurer shall annually transfer to the

treasure state endowment special revenue account the amount

of interest earnings required to meet the obligations of the

state that are payable from the account in accordance with

-14- SB S5
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{section 6 of House Bill No. 19]. Interest earnings not

transferred to the treasure state endowment special revenue

account must be retained in the treasure state endowment

fund."

NEW SECTION. Section B. FEffective ~d3ate DATES -—-
COORDINATION. {Fhis-aeet-%9 (1) [SECTIQONS 1 THROUGH 3 & AND

THIS SECTION] ARE effective on passage and approval.

(2) IF HOUSE BILL NO. 1% IS PASSED AND IS APPROVED BY

THE ELECTORATE, THEN [SECTION 3 QF THIS ACT] AND [SECTION 4

OF HOUSE BILL NO. 13] ARE VOID AND [SECTION 8 7 OF THIS ACT]

IS EFFECTIVE ON THE DATE OF APPROVAL BY THE ELECTORATE.

-End-

=15~ SB 5
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